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of operation that makes for further 
economies in various ways other than 
merely those due to a highly efficient 
and stabilized working force. The 
beneficial influences of such methods of 
operation extend beyond the employe, 
the employer and the consumer, to the 
community in which the industry oper- 
ates, and thus the industry renders a 
genuine service to all concerned. 

Maximum Cooperation Necessary 
for Perfect Equity 

But these results cannot be achieved 
all at once. It takes time, effort, pa- 
tience and everlasting courage, coupled 
with broad vision, to work consistently 
toward the end sought; but the end 
justifies the means. The period of con- 
structive effort can be shortened only 
through maximum cooperation between 
employers and employes. Lack of faith 
in each other and selfish disregard of 



either's point of view by the other, will 
delay the result indefinitely. There is 
nothing Utopian in the plan: it is in- 
tensely practical, even if it does take 
relatively more time. But wherever 
scientific management principles have 
been scientifically applied it has been 
demonstrated that "a fair day's pay 
for a fair day's work" is something 
more than a slogan. It is a living fact ! 
Only through the prosperity of the 
industry that supports them both, can 
employer and employe hope to enjoy 
that individual prosperity each desires. 
This means that each gets out of the 
industry what each puts into it, and 
therefore, since the maximum of ef- 
ficiency is gained only as output ap- 
proaches input, the application of 
scientific management principles to 
each industry offers the best means for 
providing a fair day's wage for a fair 
day 's work. 



The Bases Used by Department Stores in 
Establishing Wage-Rates 

By Philip J. Reilly 

Associate Director, Retail Research Association 



THE practice of large department 
stores at present is to use the cost 
of living as the principal base for 
establishing minimum starting rates 
for inexperienced adult workers. The 
margin in a starting rate above this 
minimum is influenced at any given 
time by the demand and supply of 
workers, and by the desire of a store 
to attract workers of a given type. 
Some years ago, the base used almost 
solely by the large stores for starting 
rates was the payment of merely what 
the market conditions required. The 
change in policy has been effected not 
only by the general use of the cost-of- 
living base by state minimum wage 
commissions in formulating wage stand- 



ards for retail stores, but also by the 
recognition of managers that a store 
cannot continue to attract and retain 
the type of worker necessary to render 
the intelligent service that customers 
demand unless it pays a starting wage 
that represents at least the cost of 
living. 

Some stores now pay a starting rate 
to inexperienced workers that repre- 
sents a substantial advance over the 
established legal minimum wage. This 
is done on the theory that, with labor 
as with merchandise, one gets in results 
precisely what one pays for, provided 
the workers are selected with discrimi- 
nation. Occasionally a large store in a 
given city can consistently follow this 



30 



The Annals of the American Academy 



practice and select a higher than aver- 
age type of worker. However, indi- 
vidual stores in large cities that wish to 
pay more than the customary starting 
rate frequently meet with a practical 
difficulty in following this policy. Be- 
cause of the keen competition among 
the larger stores, each is alert to see 
that no individual store solely enjoys 
the advantage of getting the pick of 
the applicants for work by paying a 
premium initial rate. This keenness in 
competition for workers was especially 
manifest during the War and immedi- 
ately after the Armistice. Whenever 
certain stores were unable to attract 
sufficient applicants, it was the custom 
in some cities where competition for 
labor was keen to "shop" other stores 
occasionally by assigning professional 
shoppers to the task of ascertaining 
what rates were being paid and if the 
working conditions were especially 
appealing in the stores which had the 
most success in securing workers. 
Therefore, because of this existing busi- 
ness rivalry, when one store starts the 
practice of raising the general starting 
rate, the other stores usually follow 
suit, especially when desirable workers 
are not too plentiful. As a consequence, 
this competition usually results in all 
stores of the same class offering about 
the same rate. 

Wide Adoption of Individual 
Productivity Basis 

During the first month of employ- 
ment inexperienced workers in most 
stores are paid a straight weekly wage. 
It is the desire of store managers, how- 
ever, to establish for each person, as 
soon as practicable, a definite relation- 
ship between the weekly wage paid and 
the productivity of the worker. In- 
dividual productivity, therefore, where- 
ever the nature of the work permits it, 
is the base that is used by most of 
the larger stores for determining the 



wage of each experienced individual. 
In the selling positions, productivity is 
expressed not only in terms of the total 
value of sales but also in the number 
of sales or transactions that has been 
made by an individual and the average 
amount of each sale. The use of the 
number of transactions and the average 
amount of each sale as measures of the 
efficiency of a salesperson has increased 
during the past two years, and the 
recent drop in retail prices has made 
the use of all three of these factors 
especially valuable in determining 
wages. This drop in prices has made 
it necessary to sell 15 per cent to 25 
per cent more pieces to approach the 
same sales figures that were attained 
before the price recessions. 

In the non-selling positions, although 
most of the workers are still paid a 
weekly wage that is not directly related 
to a measured output, wherever it is 
possible to devise a unit for measuring 
directly the productivity of the workers, 
this is established and the wage paid on 
that basis. For instance, in office work 
this measuring unit may be the number 
of credit authorizations made; the 
number of invoices billed; or the num- 
ber of lines that has been typed. This 
productivity basis for determining 
individual wages has given the most 
satisfactory result in both selling and 
non-selling positions. It has resulted 
not only in stabilizing store forces by 
rewarding individuals precisely in ac- 
cordance with their efforts, but it has 
also enabled store managements to 
control their pay-roll expense so as to 
keep it proportionately reasonable. To 
respond to the public demand that the 
costs of distribution be kept at a 
reasonable level, store managers must 
constantly watch pay-roll expense, since 
this is usually approximately 55 per 
cent of all operating expenses. 

Where the employe is to be continued 
for some time on a straight salary the 
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practice of most large stores is to 
review the work of the employe after 
one month's service. The purpose of 
such a review is quickly to discover the 
worker who is not making progress and 
to meet this situation either by addi- 
tional instruction, transfer to another 
position or even dismissal. This re- 
view at the end of one month is deemed 
necessary, also, to adjust the rate of 
unusually promising employes, since 
experience has shown that it is neces- 
sary to make this adjustment a few 
weeks after employment in order to 
correct the element of "guess" as to 
the value of a particular employe 
contained in the average starting rate. 
Finally, this prompt review of all new 
employes with the resulting raises 
reduces labor turnover. An analysis 
of turnover figures furnished by a 
group of stores showed at one time that 
one-third of all employes who had left 
their positions had done so within the 
first month of employment. After 
following for a year the policy of con- 
sistently reviewing all new employes 
within the first month of employment, 
the turnover figures of the same stores 
showed that only one-fifth of all who 
left did so within the first month. 

Selling Cost Basis 

In regard to selling positions most 
stores base their wages on a selling cost 
base. This base is the per cent repre- 
senting the relation of total wages paid 
in a selling department to the total 
sales made. In a department selling 
$3,000 of merchandise a week with six 
salespersons whose wages average $25 
a week or a total of $150, the selling 
cost is 5 per cent. This per cent is 
relatively low in the departments 
where the average sale is high, such as 
in departments selling dresses or coats 
and suits. It is relatively high where 
the average sale is low, such as in the 
notion and pattern departments. The 



selling expense in departments selling 
dresses or coats and suits will range 
from 3 per cent to 4 J per cent, whereas 
in departments selling notions or pat- 
terns the wage cost or selling per cent 
will range from 7J per cent to 12 per 
cent. Generally speaking, individual 
wages are high in the departments 
where the selling cost per cent is low 
and they are relatively low where the 
selling cost per cent is high. The 
simplicity of the sale transaction in 
departments like those in which notions 
and patterns are sold permits the 
employment of relatively young and 
inexperienced salespeople at the lower 
wage-rates. In women's ready-to-wear 
departments, however, since the sales 
involve a considerable outlay, most 
stores endeavor to maintain mature, 
experienced salespeople who can give 
customers expert advice and counsel 
as to the appropriate wearing apparel 
they should have. This service is 
being increasingly demanded by cus- 
tomers and can be given only by well- 
paid discriminating salespeople ex- 
perienced in apparel selling. 

The department selling cost is 
usually determined on a six months' 
season basis. At the end of each sea- 
son, the rates of individual salespeople 
are adjusted on their productivity 
showing, precisely in proportion to 
their having sold at the average depart- 
ment rate or lower. Individual sales 
quotas are determined by dividing the 
department rate into the weekly salary 
of each salesperson. An experienced 
salesperson earning $30 a week who 
sells in a 5 per cent department is 
expected to sell at least $600 a week to 
maintain her position at this wage. 
Although allowance is made for sea- 
sonal fluctuations, if she consistently 
sells less than this amount for a num- 
ber of weeks, resulting in a higher 
selling rate, efforts are made to stimu- 
late her sales so that she can maintain 
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her position at the average department 
rate. If she sells, say $750 a week, 
however, resulting in a selling cost of 
only 4 per cent, which would be 1 per 
cent lower than the department average, 
her salary is generally increased pro- 
portionately so that there will be a 
consistent and a direct relation between 
her earnings and the department 
rate. 

The foregoing describes the method 
of paying and adjusting individual 
wages in stores employing a straight 
salary wage plan. Under this plan a 
salesperson is assured the same income 
for each week. The diligent worker 
may not always be immediately paid 
the exact amount she may earn over 
and above her salary, pending the 
adjustment of her regular wage, and to 
this extent the straight salary plan may 
be open to criticism. On the other 
hand, however, under this plan the 
worker is not forced to make up the 
deficit when her earnings are less than 
the salary she receives. In the case of 
inexperienced workers the earnings 
invariably are less during the first few 
weeks of employment, and at certain 
dull periods even many experienced 
workers are unable to sell their quota 
and earn their rate. 

Variations in the Commission Plan 

Where salespeople work under a 
straight commission plan, arrange- 
ments are usually made with them for 
a weekly drawing account that repre- 
sents about 80 per cent of their earn- 
ings. The balance is paid in commis- 
sions and these commissions sometimes 
are paid only once a month, although 
many stores pay the commissions 
weekly. Under the straight commis- 
sion plan, salespeople are paid precisely 
what they earn. A furniture or cloth- 
ing salesman working under a 5 per 
cent straight commission plan may 
have a weekly drawing account of ! 



If he sells over his quota and actually 
earns $50, the extra $10 a week is paid 
the following week or the following 
month. If, however, he earns only 
$35, the regular weekly drawing ac- 
count of $40 is paid but the deficit of 
$5 is deducted from any commissions 
earned above his regular weekly draw- 
ing account in subsequent weeks, and 
the balance, if any, is paid as a com- 
mission. 

The theory of the commission plan 
is that the direct relation between a 
sale and the payment of a percentage 
of the sale in a wage, acts as the most 
potent incentive for salespeople to sell 
diligently. It is not favored by some 
store managements, however, because 
it is felt that an employe's success in an 
organization should depend not on 
sales alone but also on other personal 
factors; and that a commission plan is 
unsatisfactory because it does not 
permit evaluating anything else in an 
employe but the ability to sell merchan- 
dise. When determining individual 
wages of salespersons, some stores which 
wish to consider such factors as length 
of service, cooperativeness, promptness 
and steadiness in attendance, versa- 
tility, loyalty and leadership qualities, 
feel that these factors can best be 
evaluated under a straight salary plan. 
To provide some incentive, however, 
for increasing sales, it is the practice of 
a number of large stores to pay a small 
commission on all sales in addition to 
the weekly salary. This commission 
frequently is 1 per cent, and it may 
represent an increase of 10 per cent to 
20 per cent over the regular weekly 
salary. 

Wm. Filene's Sons Company, Bos- 
ton, after experimenting with various 
wage plans for several years, now pay 
all salespeople a straight salary which 
is based on the average selling cost 
percentage of the various departments. 
In addition to this, however, a com- 
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mission is paid on all sales. This com- 
mission varies from one-half of one 
per cent to one and one-half per cent in 
the various departments. Usually a 
bonus percentage of this sort represents 
about one-fifth of the actual selling 
cost of a department. Filene's feel 
that it is necessary to have this com- 
mission percentage vary in order to 
make it possible to pay a commission 
in departments with a small average 
sale that will be substantial enough to 
act as an effective incentive for sales- 
people in these departments to increase 
their sales. The disadvantage of 
paying a uniform percentage of bonus 
in all departments will be appreciated 
when it is realized that the average sale 
in a notion department in many stores 
will be approximately only 50c, whereas 
the average sale in departments selling 
women's coats and suits will range from 
$30 to $65, depending on the character 
of merchandise that a store carries. In 
the notion department the average 
salesperson will handle five or six 
hundred transactions per week, whereas 
in departments selling coats and suits 
the number of transactions per sales- 
person throughout the year will average 
only from twenty-five to thirty-five a 
week. At Filene's, the commission on 
all sales is paid weekly in a separate en- 
velope, since this method of paying the 
commission is effective in impressing 
salespeople with the constant relation- 
ship that must exist between the wages 
they earn and the sales they make. 

The plan in effect at Filene's has 
proved to be very satisfactory to the 
employes. While it attempts prop- 
erly to "weight" the sales factor, it 
also permits a consideration of other 
factors. This is provided for at Filene's 
by a periodical rating of all employes 
on such traits as (1) mental qualifica- 
tions; (2) technical ability; and (3) 
personality, health and general value 
to the company. 



An Effective Wage Plan in 
Operation 

One of the most interesting wage 
payment plans for department store 
workers is that in effect at the Joseph 
Home Company store at Pittsburgh. 
Because this wage plan has been in 
effect for something over twelve years 
and has functioned satisfactorily both 
in dull and prosperous seasons, it has 
been the object of considerable study 
by many other department store 
managements. The plan commends 
itself because it is simple in operation; 
it is easily understood by employes; 
it shows the comparative worth of 
individuals at all times; and it provides 
for the adjustment of salaries on an 
individual productivity basis at regu- 
lar intervals. 

When salespeople are engaged, they 
are paid the going rate paid by the 
better class of large stores and the 
method of adjusting salaries is ex- 
plained to them. After thorough 
training, they are given their weekly 
sales quota and placed at work. After 
two months their sales are reviewed 
and salaries are increased if the sales 
during this probationary period justify 
it. New quotas are then given based 
on the increased rate. Thereafter, 
salaries of the salespeople are adjusted 
in February and August of each year. 
The total salaries paid in each depart- 
ment for the six months preceding 
February and August are divided by 
the total sales of the respective depart- 
ments for the same period to ascertain 
the average cost per cent for selling. 
The average weekly sales of each sales- 
person are then computed for the six 
months and multiplied by the depart- 
ment rate to find what each one has 
earned. If the sales of an individual 
warrant a higher salary than she is 
receiving, her salary is increased ac- 
cordingly. If she has not earned her 



34 



The Annals of the American Academy 



salary, she is not reduced but is inter- 
viewed. At this interview her record is 
shown and she is requested to make an 
effort to bring up her sales. At the 
expiration of the following six months 
if the salesperson is not earning her 
salary, she is then given a trial in some 
other department or is dismissed. 

In some departments experience 
has shown that salespeople will occa- 
sionally run behind their rate the first 
six months and ahead of their salary 
the second six months. In such cases 
their "worth" is averaged for the year 
and adjustments made on that basis. 
In addition to the above salary ar- 
rangement, which is based on the 
productivity of the individual, a sales 
bonus is paid March. 1 and September 
1 on individual sales in excess of quotas 
at the department's average selling 
per cent for the corresponding period 
of the preceding five years. Under 
this arrangement all salespeople are 
afforded an opportunity to earn a 
bonus in addition to their regular 
salaries. 

Although a majority of the larger 
stores base their wages of salespeople 
primarily on the productivity basis, 
consisting of the number and the 
amount of sales in a given period, many 
stores take other factors into considera- 
tion in determining individual rates. 
Through the use of rating plans which 
provide for rating employes periodically 
on such subjects as attendance, cour- 
tesy, suggestions, accuracy and co- 
operativeness, an effort is made to 
"weight" and evaluate these qualities 
also in salespeople. 

Productivity Bases for Non- 
selling Groups 

The satisfactory results obtained 
from the use of the individual produc- 
tivity bases for salespersons' wages has 
directed the attention of store managers 
recently to the use of the same basis 



for non-selling groups composed of 
clerical workers, stock-room people, 
delivery workers, etc. A number of 
stores through time studies have 
established a measure of the work in 
these non-selling positions and used 
this information to establish standards 
for a proper day's work. Some stores 
have based their wages on definite 
tasks and are paying a money incentive 
to the workers who surpass them. A 
large department store in Canada has 
established in its delivery department 
a quota of three hundred parcels per 
driver per day as an excellent day's 
work. Their drivers are paid a bonus 
of lfc for every parcel delivered 
above this quota. It is claimed that 
this bonus arrangement has resulted 
in their delivery department's being 
able to take care of a 26 per cent in- 
crease in parcels with no increase in 
force or equipment. In the month of 
December, when deliveries are heavy, 
drivers make from $25 to $35 in parcel 
bonuses for the month, although the 
average bonus earned during other 
times is approximately $3 to $4 a week. 
The management of this store states 
that the parcel bonus has saved much 
expense for them and has in addition 
promoted harmony and contentment 
among their drivers because of the 
additional money they have earned. 

A large Boston store pays a bonus to 
its parcel wrappers for all parcels 
wrapped over a certain quantity. The 
tasks were set after the average daily 
production of each wrapper over a 
period of months had been ascertained. 
If the first task is exceeded, a payment 
of 25c per day is made; for exceeding 
the second task, 35c per day is paid 
and 50c a day for exceeding the 
third. 

At Wm. Filene's Sons Company the 
billing machine operators, who are 
girls, are paid on a piece work basis of 
one cent a sales check on all checks 
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accurately billed to charge customers 
in excess of a certain amount. Regular 
weekly salaries for each operator are 
established. An operator earning $25 
a week is expected to bill 2,500 checks 
and she is paid at the rate of one cent a 
check for billing any quantity over 
her quota. A penalty of ten cents each 
is imposed for errors. 

In a large department store in Ohio 
the billers are all expected to bill at 
least 7,500 checks per month, since 
experience has shown this to be a fair 
month's work in this store. Bonuses 
are paid, however, for exceeding this 
quota at varying rates depending on 
the quantity up to 75c per 100 for 
billing over 10,000 checks. 

Attempts to Regulate Seasonality 
and Other Wage Factors 

One of the most perplexing factors 
that store managers must keep in mind 
in formulating any wage plan is the 
seasonal fluctuation of sales on which 
wages are based. One quarter of the 
year's business may be done in Novem- 
ber and December and only approxi- 
mately one-tenth or one-eighth may be 
done in June and July. A plan that 
will yield each worker a good salary in 
months when business is brisk may 
have quite disappointing results in 
other months. It is not by any means 
a simple management task to devise 
for all departments a plan that will 
provide a constant weekly wage return 
sufficient to retain ambitious workers. 
A wage plan that is too closely related 
to sales in a store which has marked 
fluctuations in its sales volume each 
month, may fail to hold workers in the 
relatively dull months. 

This seasonal fluctuation necessi- 
tates not only constant study and 
manipulation of individual sales quotas 
but also, at times, a strategic manipu- 
lation of the entire store force. This 
is because a drop in sales will result in 



expensive overmanning and overman- 
ning, in addition, will immediately 
depress the earnings of salespersons 
if they are paid a wage that is closely 
related to the volume of business that 
is done in a department. Efforts are 
being constantly made by department 
store managers to flatten the seasonal 
peaks and valleys, but the seasons of 
the year and fixed purchasing habits 
tend to make it very difficult to change 
materially this problem of seasonality 
and it will continue to be a bothersome 
factor in establishing wage-rates that 
are satisfactory to the employe and 
fair to the management, both in dull 
and busy periods. 

It is the practice of some stores to 
make no change in the basis of a wage- 
rate before thoroughly discussing the 
proposed change in advance with the 
group of employes affected, and then 
making changes only after the condi- 
tions have changed under which an 
existing rate was established. In a few 
stores, moreover, an attempt has been 
made not only to pay a fair indi- 
vidual rate but to pay, in addition, a 
group bonus wherever the payment of 
this results in developing a depart- 
mental esprit de corps. For instance, 
in the jewelry department of one large 
store, individual salaries are adjusted 
on the basis of individual sales but, in 
addition, a group bonus is paid on all 
sales made in the department. This 
lump sum is divided equally among the 
various salespeople in the department 
and it has resulted in correcting to 
some extent the dissatisfaction that 
existed when bonuses were paid merely 
on individual sales. If a customer 
spent considerable time inspecting an 
expensive ring, but deferred making 
the purchase on the first visit, on the 
subsequent visit it frequently hap- 
pened, during the lunch hour, that, 
when the customer called again with 
her mind made up to buy, the sale was 
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effected and a substantial commission 
earned, under the former plan, by a 
different salesperson from the one who 
had spent so much time in developing 
her initial interest in the merchandise. 
Naturally this situation caused the 
first salesperson to become dissatisfied. 

The group bonus plan has equalized 
earnings in the department to some 
extent and it has also corrected the 
former dissatisfaction that was caused 
by certain salespersons' getting the 
most sales because of their better 
stations in the department. It is the 
custom in some stores to permit the 
long service salespeople to occupy cer- 
tain stations that may be especially 
strategic for making sales. 

In a large department store in St. 
Louis good results in developing store 
spirit have been achieved by paying a 
1 per cent bonus on all sales, provided 
the business of the store is increased 
$100,000 each month. Thus the 
management shares with employes a 
portion of its gains from increased 
sales and assists in emphasizing to the 
salespeople the direct relationship be- 
tween a store's ability to pay good 
wages and an increase in sales. 

Productivity Base for Buyers' 

Salaries 

The salaries of buyers also have a 
productivity base. The buyer's salary 
or drawing account frequently repre- 
sents 1 per cent or 1^ per cent of 
the sales of a department for the 
preceding year. In certain depart- 
ments, however, and also under certain 



unusual conditions, such as when 
exceedingly competent buyers are 
engaged to build up weak departments, 
the buyer's salary may represent as 
much as 2 per cent or 3 per cent of the 
annual net sales. Frequently, bonuses 
of 1 per cent or lj per cent are given 
in addition on increased sales. Of all 
department store executives, buyers 
are always in the most advantageous 
position to effect the most satisfactory 
salary arrangement with store man- 
agers. The technical information of a 
successful buyer can be utilized in 
practically any other store. His con- 
stant trips to the market enable him to 
make contacts that frequently lead to 
better opportunities and the salary 
offered is usually sufficiently attractive 
to induce him to go to almost any 
section of the country he desires. 

From the foregoing, it will be clear 
that store managers in determining 
buyers' and experienced salespeoples' 
wages usually use as the primary con- 
sideration the amount of sales made. 
In determining the wages of the non- 
selling groups of store workers, the 
tendency is to base these on some 
measure of productivity, such as the 
number of transactions handled. Wage 
plans, such as these described, that 
incorporate individual productivity as 
a fundamental, wherever it can be 
fairly measured, and wherever such 
plans can be equitably and reasonably 
administered under varying conditions, 
usually result in high individual wages, 
a relatively low labor turnover and a 
reasonable operating cost for stores. 



